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JAPAN: KEY ECONOMIC INDICATORS 
(Value in US$ million unless otherwise indicated) 


(Percent change is for Yen values) 


1982 and PCT 
Change Over 1981 


INCOME, PRODUCTION, EMPLOYMENT: 
GNP at Current Prices 
GNP at Constant 1975 Prices 
Annual Per Capita GNP 
(Current Prices) ($) 
Plant and Equipment Investment 
(Current Prices) 
Indices: 
Industrial Production (Mfg) 
(1980=100) 
Labor Productivity (Mfg) 
(1980=100) - 
Industrial Wage (Mfg) (1980=100) 
Labor Force (Mil.) 
Unemployment Rate (%) 
MONEY AND PRICES: 
Money Supply (M2 and CD) 
(Average Outstanding) 
Bank of Japan Com. Dis. Rate (%) 
(End of Year/Month) 
Call Rate (Uncond), Central Rate, 
Average (%) 
Coml. Bank Avg. Loan Rate (%) 
(End of Year/Month) 
Consumer Price Index (1980100) 
Wholesale Price Index (1980=100) 
PAYMENT AND TRADE: 
Gold and Foreign Exchange Reserves 
External Debt 
Current Balance 
Trade Balance 
Exports (IMF Basis) 
Export Share to U.S., 
Customs Clearance Basis, FOB (%) 
Imports (IMF Basis) 
Import Share to U.S., 
Customs Clearance Basis, CIF (%) 


1,062,232F/ 
815,633 


8,970F/ 
160,332 


101.4 


103.4 

110.7 

57.7 
2.35 


941,344 
5.5 

6.9 
7.1 
107.7 
103.2 
23,262 
203,006 
6,850 
18,079 
137,663 


26.2 
119,584 


18.3 


1,152,943A/ 
881,800A/ 


9,670A/ 
167,774A/ 


104.9B/ 


107.0C/ 
115.0B/ 
58.9B/ 
2.65B/ 


1,065,992B/ 
5.0D/ 
6.4B/ 
6.8D/ 
109.7B/ 
100.9B/ 
24,496D/ 
N.A. 
21,024E/ 
31,649E/ 
145,429E/ 


29.2E/ 
113,780E/ 


19.5E/ 


Note: A/ Jan-Sept, 1983 (SAAR) 
B/ Jan-Dec, 1983 Average 
C/ Jan-Oct, 1983 Average 
D/ As of Dec 31, 1983 
E/ Preliminary 
F/ Calculated by EPA 


Dollar figures other than payment and 
trade figures have all been rounded after 
being converted from yen at the following 
rates: 1982: ¥250=$1 & 1983: ¥237=$1 
(Avg. interbank spot rate) 


(Value shown in $1,000, CIF, Source: Ministry of 


MAIN IMPORTS FROM U.S.:;: 
Finance) 


Foodstuff 
Chemicals 
Coal 
Wood 
Soybeans 
Office Machinery 
Aircraft 
MAIN EXPORTS TO U.S.: 
Finance) 
Motor Vehicle 
Iron & Steel Products 
Scientific & Optical Equipment 
Tape Recorders 
Office Machinery 
Motorcycle 
Chemicals 


1982 
4,964,528 
3,057,989 
2,135,615 
1,371,086 
1,107,612 

767,349 

693,970 


(Value shown in $1,000, 


11,036,311 
2,806,628 
4,792,624 
1,509,999 
1,443,965 
1,225,302 

918,261 


FOB, Source: 


1983 


(Preliminary Data) 


5,244,827 
3,215,978 
1,221,198 
1,181,455 
1,278,581 

811,682 
1,342,420 


12,455,975 
2,160,785 
2,119,386 
2,399,001 
2,696,715 

981,128 
1,127,955 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Japan's economy has swung toward moderately stronger growth 
that should be sustained through 1984. A year ago the Economic 
Planning Agency (EPA) forecast real GNP growth of 3.4 percent 
for Japan Fiscal Year (JFY) 1983 (which ends March 31, 1984) 
and recently forecast 4.1 percent real growth for JFY 1984. 
Most private forecasters now agree that 3.4 percent real growth 
in JFY 1983 is likely to be achieved given the acceleration in 
growth seen in the second half of the calendar year. 


Japan's growth rate was slower through the first half of CY 
1983, and there were wide-spread expectations that the growth 
rate in the current fiscal year would not attain the level 
forecast by EPA, but the acceleration in exports beginning in 
the spring of 1983 has led to improved growth performance. 
Real GNP grew at a seasonally-adjusted annual rate of 6.1 
percent in the third quarter of CY 1983, the strongest 
quarterly growth in three years. Compared with second quarter 
figures, the improved performance was more widely distributed, 
with private consumption, housing and investment all recording 
increases in addition to exports. Private consumption was 
fairly strong during 1982, sustaining economic growth while 
exports were weak, but faded markedly in the first two quarters 
of 1983. Housing had recorded quarter-to-quarter declines in 
the first two quarters, and investment increased only 
marginally in the second quarter after two consecutive 
quarter-to-quarter declines. 


Despite a better distribution in the third quarter, the 
Japanese recovery still is clearly export based and dependent 
On continued demand for the Japanese products overseas, 
particularly from the United States. As a result, the recovery 
is spotty, with export-oriented industries (particularly those 
producing electronic products) doing well, while businesses 
oriented to domestic demand, especially small and medium-sized 
businesses, wait for business conditions to improve. 
Nevertheless, in anticipation of improved conditions, surveys 
indicate that small and medium-sized businesses plan increased 
investment in 1984. 


On an industry basis, the recovery in 1983 was especially 
noticeable in the electronics and electric machinery 
industries. The production of electrical machinery was about 
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24 percent higher in November 1983 than at the beginning of the 
year. Production in the steel industry, representative of 
Japan's basic raw materials industry in general, hit bottom in 
the spring of 1983, was 7 percent higher in November than at 
the beginning of the year, but still 7 percent below 1980 
production levels. Metal and petroleum products, fertilizers, 
and wood products are showing the slowest recovery, but even 
these industries clearly are responding to the cyclical 

upturn. Other industries, such as petrochemicals, ferro alloys 
and aluminum smelting, heavily dependent upon raw material 
inputs have lost their ability to compete internationally. The 
Structurally Declining Industries Law, renewed in May 1983, 
provides plans for reducing production capacity in these 
industries. Many firms in these industries have and will 


continue to establish facilities overseas or move into new 
product lines. 


Assisted by lower international prices for commodities and 
fuels and by a stronger yen, Japan has achieved remarkable 
success in suppressing inflation. In 1982 wholesale prices 
were up only 1.8 percent and consumer prices 2.7 percent. This 
enviable record was improved upon in 1983, when wholesale 
prices were down 2.2 percent, and consumer prices were up only 
1.9 percent. The 4.4 percent average wage increase settlement 
in Japan's traditional spring wage "struggle" (shunto) in 1983 
both reflected and contributed to the low inflation rate. 


EMPLOYMENT SITUATION 


Japan's unemployment rate throughout 1983 has hovered near 
record-high levels for the thirty year statistical series. 
Compared with most other industrialized countries, however, the 
unemployment rate is quite low. Only 2.6 percent of the labor 
force was counted as unemployed under Japanese methodology in 
December 1983 (the most recently available month) down from a 
high of 2.8 percent. Japanese unemployment would be slightly 
higher using American definitions, but not notably so. As an 
indicator of economic activity, the Japanese unemployment rate 
is not directly comparable to the U.S. rate because in times of 
recession, large Japanese firms are slower to release employees 
who have been designated as part of their permanent workforce. 
Thus in judging employment conditions, the Japanese pay close 
attention to the ratio of job openings to job seekers. This 
ratio weakened somewhat in the summer, but appears likely to 
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end the year very close to the level that it was at the beginning 

of the year. Another indicator of the employment situation, hours 
of overtime, which reacts more immediately to improving business 
conditions, has shown some strengthening since the beginning of 1983. 


EXTERNAL BALANCE 


Japan's 1983 current account surplus was $21 billion and the 
merchandise trade surplus was $31.6 billion, both recording 
substantial increases over 1982 figures. 1983 exports were up 
5.6 percent (IMF basis) over 1982, while imports were down 4.9 
percent, leading to a $13.6 billion increase in the merchandise 
trade balance over the period. The current account balance was 
up $14.2 billion over the period. As is shown by the 
increasing U.S. share of Japan's exports, much of the improved 
performance was due to trade with the United States. In 1982, 
26.2 percent of Japan's exports went to the United States 
(customs clearance basis), but in 1983 this was up to 29.1 
percent and was slightly over 30 percent in the second half of 
the year. Considerable concern has been expressed in Japan 
about the size of the trade surplus, and its potential for 
causing friction with Japan's trading partners. This led to an 
October 1983 announcement of a number of measures designed to 
increase imports, strengthen the yen (which would improve the 
price competitiveness of foreign products in Japan), and boost 
domestic demand through certain reduced tariff rates, 
special-rate financing of manufactured goods imports, and 
revised laws to allow issuing abroad of public bonds 
denominated in foreign currencies. 


GOVERNMENT FINANCE 


On a percentage basis, relative to the budget or to the economy 
as a whole, the Japanese Government budget deficit from the 
mid-1970s to last year has been much larger than that of the 
United States. Relative to GNP, the U.S. deficit only recently 
reached the levels Japan had been running throughout the past 
decade. In compiling the budget, the Government separates 
expenditures for public works from general account 
expenditures, and classifies public bonds according to which 
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type of expenditure they are issued to finance. Those issued 
to finance general account expenditures are called 
deficit-financing bonds, and Prime Minister Nakasone has made 
elimination of the issuance of these bonds one of the central 
economic objectives of his administration, as did Nakasone's 
predecessor, former Prime Minister Suzuki. Accordingly, 
government expenditure growth has been sharply constrained. 
General account expenditures, excluding revenue sharing with 
local governments and costs of the national debt, were allowed 
only 1.4 percent growth in the initial JFY 1983 budget, and 
actually declined slightly in the budget approved for JFY 
1984. Budgets have become progressively more austere over the 
last five years, but slower economic growth during the period 
has reduced tax revenues below expectations, and so progress in 
reducing the deficit has been slow. The deficit has remained 
in the range of 4 to 5 percent of GNP. Continued strong 
pressure to contain budget expenditure growth will likely mean 
the government will feel constrained in its ability to respond 
to any future slowing in the economic recovery with a 
substantial fiscal stimulus. 


ECONOMIC OUTLOOK 


The official government forecast calls for 4.1 percent real GNP 
growth in JFY 1984 (April 1, 1984 - March 31, 1985), slightly 


below the mean of recent private forecasts which range from 3.8 
percent growth to 4.9 percent. Growth is forecast to be faster 
in the first half of the fiscal year as exports continue their 
strong expansion and domestic demand increasingly improves. In 
the second half of the year growth is expected to depend more 
on domestic demand, and for the year as a whole, to be more 
balanced between the external and domestic sectors. Prices are 
expected to continue to be stable. The official forecast for 
the consumer price increase is 2.8 percent and the wholesale 
price increase is 1.0 percent, slightly more than 1983. 


Although most expectations are that the spring wage increases 
will not be much above last year's, incomes are expected to 
improve because of a larger number of employed persons, 
improved profits which increase bonus payments, and increased 
overtime payments. Income gains should gradually strengthen 
consumer spending through the year. A modest personal income 
tax cut scheduled for 1984 will not reduce 
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the tax burden on the economy as a whole because it is offset 
by increases in indirect taxes. A recovery in housing, 
stagnant for several years because of demographic factors and 
high land and construction costs, is not expected. 
Sharply-improved private plant and equipment investment in CY 
1983's third quarter is expected to be sustained as profits 
improve and better business conditions lead to more investment 
by small and medium-sized businesses, reluctant to invest for 
the last year or so. Little contribution to increased growth 
is expected from the public sector because of the budget 
austerity described above. 


Export growth is expected to slow in the second half of the 
fiscal year as demand from the United States levels off, but 
exports to other markets are expected to increase as 
international economic conditions improve more widely. Imports 
are expected to accelerate with domestic economic recovery, but 
there is a wide range in the expectations with regard to the 
degree of acceleration. The official government forecast is 
that imports will increase to the extent that the current 
account and merchandise trade balances will be about the same 
in JFY 1984 as JFY 1983. Very few private forecasters agree, 
predicting export growth will outpace import growth resulting 


in trade surpluses even larger in JFY 1984 than the record 
levels of JFY 1983. 


As for prospects over the longer term, there is presently an 
active debate in Japan about whether the economy will remain at 
the 3-4 percent annual real GNP growth level of the last few 
years or return to the over 5 percent real growth rate achieved 
before the second oil crisis. Some are of the opinion that 
changes in the structure of the economy, such as the increasing 
importance of the service sector and reduced prospects for 
growth in international trade due to increased foreign 
competitiveness in some industries and trade frictions, mean 
that real growth will be at a lower level, and government 
policies aimed at increasing growth to former levels will be 
useless. Others believe that the Japanese economy's growth 
potential has not changed, and failing to strive for real 
growth higher than 3-4 percent means lost opportunity. 
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The official government long-term economic “Guidelines and 
Objectives", released in October 1983, takes a middle course 
and sets an average annual growth target of 4 percent for the 
remainder of this decade. 


IMPLICATIONS FOR THE UNITED STATES 


The U.S. bilateral merchandise trade deficit with Japan 
amounted to over $19 billion in 1983, and 1984's deficit is 
expected to be higher, perhaps as high as $27 billion. 

Although the U.S. trade deficit with Japan is to a certain 
extent a result of structural differences in the economies of 
the two countries, the imbalance has become a serious political 
issue in the United States, and therefore a matter of concern 
to Japan. While acknowledging that Japan has made considerable 
progress in removing formal barriers to trade such as tariffs 
and quotas, the U.S. government has strongly urged that Japan 
take steps to remove remaining barriers and less visible 
practices that impede the access of U.S. firms to the Japanese 
market. Such measures should include simplifying procedures 
for importing goods into Japan, and most important, attempting 
to foster a more open attitude towards imports among Japanese 
business, the bureaucracy, and the consuming public. 


In January 1983 and again in October 1983, the Japanese 
government announceée a series of measures intended to increase 
access to the Japanese market for foreign products. Although 
the U.S. government welcomed these actions on the part of 
Japan, it is clear that the measures will not contribute 
measurably to a reduction of trade friction between the two 
countries unless all are promptly and fully implemented. 


In the same way, a review of Japan's standards and 
certifications systems, now underway, may open new 
opportunities for exports to Japan. The implementing 
legislation took effect in August 1983, and some additional 
time may be required before changes appear at the point where 
business people encounter the standards and certifications 
system for their products. These actions on the part of the 
Japanese government cannot be expected to show immediate, 
dramatic effects on the trade balance between the two 
countries. Only as more and more 
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American businesses try to enter the market, and encounter 
success, will the desired result begin to appear. 


The efforts by the United States and Japan to reduce irritants 
in their economic relationship has taken place on a number of 
different fronts. Officials of the two governments have been 
and will continue to meet to try to define and reduce potential 
problems in high technology trade and adverse trade effects of 
industrial policies. Both the United States and Japan have 
pledged to place top priority on efforts to prevent a further 
spread of restraints on trade and investment. 


The United States and Japan concluded an agreement in December 
1980 giving U.S. firms access to the $3 billion a year market 
for Nippon Telephone and Telegraph (NTT) procurement. This 
agreement was renewed in January 1984 with several new 
provisions which should improve U.S. access, including 
commitments by NTT to treat U.S. and Japanese firms equally in 
competing for research and development activities, to translate 
key procurement documentation into English and to accept bids 
in English at NTT's New York office. Under the old agreement, 
the volume of successful sales was disappointing, even though 
in some areas NTT had gone beyond what it was required to do to 
assist U.S. businesses. U.S. negotiators hope that the 
improvements incorporated into the new agreement will result in 
greater sales. For information on the Japanese market, 


including details on NTT and Japanese government procurement 
opportunities, contact the Office of Japan, Room 2318, 
Department of Commerce, Washington, D.C., tel. (202) 377-4383. 
Two other organizations also can be of help to U.S. 
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businesses in their efforts to increase sales to Japan. The 
Trade Facilitation Committee (TFC) can assist U.S. firms 
experiencing difficulties marketing their product in Japan due 
to market access restrictions. For further information on the 
TFC, contact the Office of Japan at the above address or tel. 
(202) 377-4527. In addition, the Office of Trade Ombudsman 
(OTO) was established by the Japanese government to receive 
complaints about Japanese trade impediments. Any one of the 
Japan Trade Centers operated by the Japan External Trade 
Organization (JETRO) in New York, Chicago, Houston, Dallas, Los 
Angeles, San Francisco and Puerto Rico can forward complaints 
to OTO. 


MANY PRODUCT AREAS OFFER SUBSTANTIAL PROSPECTS TO EXPORTERS 


U.S. sales of raw materials are expected to continue to benefit 
from reasonably steady demand in the Japanese market during the 
1980's. As Japan converts to nonpetroleum energy sources, coal 
in particular should be in strong demand by Japanese industry, 
although demand currently is down because of the slackened pace 
of economic growth. U.S. coal needs to be price competitive in 
order to obtain a substantial share of the Japanese market. 


U.S. agricultural exports to Japan suffered an unprecedented 


drop to about $5.5 billion in 1982, a $1 billion decline from 
1981 levels. A 10 percent fall in average unit value and an 8 
percent decline in volume combined to make 1982 the first year 
U.S. agricultural exports to Japan have declined since 1975. 
Total imports of U.S. agricultural products by Japan in 1983 
exceeded the 1982 level to reach $6.2 billion. In line with 
expectations 
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for domestic demand to strengthen in 1984, imports of farm 
products from the United States should also increase. 


Best exports sales prospects for U.S. suppliers in the medium 
term include office machinery/computers and software, 
electronic components, medical equipment, telecommunications 
equipment, analytical instruments, CAD/CAM equipment, sporting 


goods, men's and boys' outer garments, building products, and 
pharmaceuticals. 


Although the Japanese market for these products certainly 
exists, in many instances government trade and industrial 
policies, working in concert with private business practices, 
make it difficult for U.S. suppliers to develop fully these 
opportunities.To succeed in the lucrative Japanese market, 
American suppliers of manufactured goods must tailor their 
strategies to the distinctive characteristics of the Japanese 
market. Japanese end-users remain highly selective. They 
demand high quality, innovative features, and modern 
technology, as well as supplier reliability and commitment. 
For many industrial goods, price is relatively less important 
unless the differential is substantial. 


SERVICES ARE AVAILABLE TO ASSIST U.S. EXPORTS 


Japan's multilayered distribution system differs in several 
important respects from marketing practices in the United 
States and other countries. Penetration of this market 
deserves special attention by U.S. exporters. Companies not 
familiar with Japan may wish to take advantage of various 
export business information and introduction services available 
from the U.S. Department of Commerce and the U.S. Embassy and 
Trade Center in Tokyo. 


As trade promotion events in Japan, the U.S. Trade Center 
(Export Development Office) in Tokyo will organize the 
following shows and exhibitions during the remainder of this 
year and through the end of September 1984: 


PRINTING & GRAPHIC ARTS EQUIPMENT TRADE MISSION 
USTC Tokyo 


U.S. PAVILION in COMMUNICATIONS TOKYO 84 
Tokyo Ryutsu Center 


AMERICAN CARPET AND RUG TRADE MISSION/EXHIBITION 
Shinsaibashi Plaza, Osaka 





U.S. PRECIOUS GEMS & JEWELRY SHOW USTC Tokyo JUNE 12 - 14 
AMDO Osaka JUNE 18 - 20 


METAL WORKING & FINISHING TRADE MISSION 
Tokyo, Nagoya, Osaka JUNE 14 - 22 


Note: Above information is subject to change without notice. 
* U.S. Export Information Booth 
For further information, call (202) 377-3896 or 377-4383. 


INVESTING IN JAPAN 


The American Chamber of Commerce in Japan (ACCJ) in 1981 
sponsored a study by a major U.S. research firm of Japan's 
current and prospective investment climates. Interested 
companies should write to: 


Investment Committee, ACCJ 

7th Fl., Fukide No. 2 Bldg. 

1-21, Toranomon 4-chome, Minato-Ku 
Tokyo 105, Japan 


White papers prepared by U.S. businesspeople offering advice on 


trade and investment in Japan are also available from the ACCJ. 
The Office of Japan (tel. 202-377-4527) of the Department of 


Commerce also has information on investment and the activities 
of the U.S.-Japan Investment Committee. 


% U.S. GOVERNMENT PRINTING OFFICE: 1984- 421-007:616 








